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Abstract
Research into Leader-Member Exchange (LMX) theory has been gaining momentum in re-
cent years, with a multitude of studies investigating many aspects of LMX in organiza-
tions. Theoretical development in this area also has undergone many refinements, and the 
current theory is far different from the early Vertical Dyad Linkage (VDL) work. This ar-
ticle uses a levels perspective to trace the development of LMX through four evolution-
ary stages of theorizing and investigation up to the present. The article also uses a do-
mains perspective to develop a new taxonomy of approaches to leadership, and LMX is 
discussed within this taxonomy as a relationship-based approach to leadership. Common 
questions and issues concerning LMX are addressed, and directions for future research are 
provided. 
Introduction 
Since its inception over 25 years ago, the conceptualization of Leader-Mem-
ber Exchange (LMX) theory (Dansereau, Graen, & Haga, 1975; Graen & Cash-
man, 1975; Graen, 1976; Graen, Novak & Sommerkamp, 1982; Graen & Scandura, 
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1987; Graen & Uhl-Bien, 1991; Graen & Wakabayashi, 1994) has undergone many 
refinements. What began as an alternative to average leadership style (Vertical 
Dyad Linkage) (Dansereau, Graen, & Haga, 1975) has progressed to a prescrip-
tion for generating more effective leadership through the development and main-
tenance of mature leadership relationships (Graen & Uhl-Bien, 1991). In the pro-
cess, as elaborated in this article, the theory has been considered from several 
levels of analysis: from a focus on differences within groups (group-level effect) 
to a focus on dyads regardless of groups (dyad-level effect) to most recently a fo-
cus on the combination of dyads into groups and networks (dyads within groups 
effect). Examination of the theory from each of these levels raises many unique 
and important issues and questions, the answers to which will likely advance our 
thinking about leadership. Thus, the present article adopts a levels perspective 
to trace the evolution of LMX and provide readers with an overview of the most 
current developments in LMX theory and research. 
In order to do this, we first attempt to explain where LMX fits into leader-
ship theory by describing LMX in terms of an overall taxonomy of leadership ap-
proaches. This taxonomy was generated by a consideration of levels issues and 
classifies leadership theories according to the domain addressed by the three fac-
ets of leadership (e.g., leader, follower, relationship). Discussion of the taxonomy 
and where LMX fits into it is followed by a brief review of the four stages in the 
evolution of LMX (and the level of analysis in each) and a summary of current 
theorizing and empirical support for the model. Based upon this discussion, sug-
gestions for research and practice are offered. 
Classifying Leadership Theory 
Dansereau and colleagues (Klein, Dansereau, & Hall, 1994; Dansereau, Alutto, 
& Yammarino, 1984) and Rousseau (1985) have made compelling arguments for 
the importance of considering levels of analysis in theory development. In particu-
lar, Klein et al. (1994) argue that “greater attention to levels issues will increase the 
clarity, testability, comprehensiveness, and creativity of organizational theories” 
(p. 224). Nowhere may this be more true than in the area of leadership. Despite 
many years of leadership research and thousands of studies, we still do not have a 
clear understanding of what leadership is and how it can be achieved. In particular, 
there appear to be many theories that address different aspects of leadership but lit-
tle cohesion among the theories that help us understand how they all tie together. 
Part of the ambiguity in the leadership area may be due to the fact that taxon-
omies of approaches to leadership study have been inadequately examined from 
a levels perspective. Development of a taxonomy using such a perspective may 
provide the clarity and cohesion currently missing in leadership research. 
For example, as new leadership theories emerge, attempts to classify them 
into general categories of approaches are becoming more difficult. Traditionally, 
these categorizations (e.g., trait approaches, behavioral approaches, contingency/
situational approaches; see Yukl, 1989) have focused primarily on characteristics 
of the supervisor (e.g., traits, behaviors, styles, etc.) and how these characteristics 
make him/ her either effective or ineffective in different situations. Because this 
typology does not specifically acknowledge other levels in which leadership op-
erates (such as the follower or the leadership relationship), determining where 
De v e lo p me n t o f le aD e r-mem B er ex c h an G e (lmx) th e o r y     221
approaches that address these levels fit into our overall thinking about leader-
ship is difficult. One result of this is potential confusion and disagreement among 
scholars about what we do know about leadership and about how models that 
do not lit neatly into this typology (such as Leader-Member Exchange or empow-
erment models) should be categorized. This may also create difficulties for text-
book writers and teachers attempting to present a meaningful categorization of 
the myriad leadership theories to students. Moreover, this typology may lead to 
incomplete research designs since emphasis is on one domain, the leader, with-
out equal and concurrent emphasis on other domains (e.g., the follower or the 
dyadic relationship). Thus, to obtain a more balanced understanding of the lead-
ership process, a taxonomy needs to be developed that more clearly reflects the 
multi-faceted nature of leadership situations. 
One way to do this is to expand our classification system beyond the leader to 
include other levels involved in leadership (as shown in Figure 1). Such levels are 
the follower (Meindl, Erlich, & Dukerich, 1985; Kelley, 1988; Hollander, 1978) and 
the dyadic relationship between the leader and follower (Hollander, 1978; Graen 
& Uhl-Bien, 1991). Since leadership involves all three of these domains, studies of 
leadership could address each domain singularly (e.g., models that focus on the 
leader such as trait or behavioral approaches; models that focus on the follower 
such as empowerment approaches; or models that focus on the relationship, 
such as LMX) or multiple domains in combination (e.g., situational approaches 
that address the leader, the follower, and the relationship in combination). In or-
der to obtain the most comprehensive representation of the leadership process, 
however, the taxonomy suggests that more studies take on a multiple domain 
perspective (as suggested by Rousseau [19851 and Klein et al. [ 19941). This is 
because even though use of one domain may generate specific and valuable in-
formation about that domain, relevant critical aspects of other domains may be 
overlooked, thereby reducing the predictive power and generalizability of the in-
formation. Therefore, careful sampling from multiple domains within the same 
investigation should account for more of the potential leadership contribution, 
and thus increase the predictive validity and practical usefulness of our studies. 
Figure 1. The Domains of Leadership 
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Support for this assertion is provided by three recent studies (Basu, 1991; Tier-
ney; 1992; Scott, 1993) of leadership within organizations. In these studies, lead-
ership was assessed in terms of multiple domains: the leader (charisma), the 
follower (follower innovative role expectations; follower’s attitude toward in-
novation), and the dyadic leadership relationship (LMX). Results showed that 
these three variables in combination generated significant predictable variation 
in innovative behavior (leadership outcome) beyond any of the three taken alone 
(see Table 1). In particular, in the three separate studies, charisma demonstrated 
a suppressor effect on the relationship between LMX and innovative behavior 
(with charisma entered into the analysis, the relationship between LMX and inno-
vation was much stronger). Thus, if multiple domains had not been considered, 
the potential leadership contribution would have been underestimated. 
In leadership research to date, a plethora of studies have been conducted on 
the leader, but in comparison there has been a dearth of studies in the other two 
areas. Clearly, more research is needed on followers and the leadership relation-
ship. By explicitly acknowledging the importance of these other ‘components to 
the leadership process, we hope to encourage more attention to learning as much 
as we can about all three domains of leadership and how they work together. 
We should note at this point that although the insight behind the taxonomy 
was generated by a levels perspective, the taxonomy actually refers to three do-
mains within the construct of leadership. This is an important distinction be-
cause, as will be discussed later in terms of LMX, within each domain (leader, 
follower, relationship) researchers can adopt different levels of analysis. For ex-
ample, in the relationship domain, one can examine the relationship from the 
level of the group, the dyad, the individuals within the dyad, or even larger col-
lectivities. The difference is that the focus of investigation is on the relationship, 
but the level in which the relationship is analyzed may vary. 
Table 1. Studies Using a Three Domain Approach to Leadership and Innovative Behavior 
 Basu (1991)  Tierney (1992)  Scott (1993) 
 Printing Operators  Chemical Researchers    Steel Researchers 
 (N = 181)  (N = 145)    (N = 189) 
Correlation: 
 Charisma  .03  .05  .03 
 LMX  .22**  .29**  .19** 
 Follower  .25**  .37**  .35*** 
R Beta: 
 Charisma (C)  -.35**  -.18*  -.29** 
 LMX (L)  .37**  .36***  .36*** 
 Follower (F)  .19*  .32***  .30*** 
R2(C + L + F)  21%  21%  26% 
Dependent variable was the same measure of innovative behavior. Simple correlations, 
multiple regression betas, and multiple coefficients of determination are shown. 
* p ≤  .05 
** p ≤ .01 
*** p ≤ .001
De v e lo p me n t o f le aD e r-mem B er ex c h an G e (lmx) th e o r y     223
Moreover, we do not claim that this taxonomy is all inclusive. Other domains 
within the construct of leadership (such as group, team, organization, etc.) have 
not been included for the sake of simplicity. The taxonomy is intended as a start-
ing point for generation of more comprehensive approaches to leadership study. 
To provide a clearer understanding of how applying the domains in our taxon-
omy alters the nature of investigation, we turn next to a brief illustration of the 
domains in the three component model and how adoption of each perspective af-
fects the type of data generated. 
DOMAINS OF LEADERSHIP 
As shown in Table 2, domains of leadership include the leader, the follower, 
and the relationship. In the leader-based domain, the primary focus is on the 
leader. The critical issue of interest concerns the question: What is the proper mix 
of personal characteristics and leader behavior to promote desired outcomes? 
Based on this viewpoint, studies would include measures that focus on leader 
behaviors and characteristics, such as leader traits, leader behaviors, personality 
variables, leader attitudes, leader perceptions, leader power and influence, and 
so forth. Applying a contingency design, analyses could then examine how the 
leader-focused variables interact with situational factors to affect outcomes. 
Adopting a follower-based perspective, on the other hand, would generate 
hypotheses and analyses that focus primarily on follower issues. In this case, the 
critical question of interest would become: What is the proper mix of follower 
characteristics and follower behavior to promote desired outcomes. 7 Like the 
leader-based domain, questions raised by this approach would focus on how 
traits, behaviors, attitudes, perceptions, expectations, and so forth affect the type 
and effectiveness of certain leadership styles and techniques, but this time with 
respect to followers. These investigations would thus generate findings concern-
ing followership and its relationship to leadership outcomes. 
Finally, a relationship-based approach would focus on the dyadic relationship 
between the leader and the follower. The critical question of interest in this case 
would be: What is the proper mix of relational characteristics to promote desired 
outcomes? Investigation within this domain could focus on identifying character-
istics of dyadic relationships (e.g., trust, respect, mutual obligation), evaluating 
reciprocal influence between leaders and followers, examining how the dyadic 
relationships are correlated with outcome variables of interest, and researching 
how effective leadership relationships can be developed, maintained, and com-
bined into collectivities of leadership structures. 
As described in the leadership taxonomy, each of these domains should then 
be considered in combination with the others. This generates a whole new set 
of questions surrounding the issue of how the characteristics of leader, follower, 
and relationship interact with each other to influence leadership outcomes. Anal-
ysis at this level would have to examine combined and interactive effects of the 
variables generated by each domain to obtain a more complete picture of the 
leadership process. 
Taken a step further, once the proper mix for each of these domains considered 
in combination is identified, a subsequent question could address the issue of how 
these domains may be influenced to enhance the effectiveness of leadership within 
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given situations (e.g., how leadership relations can be improved). In particular, 
as leader (leader-based), follower (follower-based), and relationship (relation-
ship-based) issues become apparent, studies could then focus on how character-
istics that are identified may be developed to promote desired outcomes. In con-
trast to the examples listed above, in this case the direction of causality would be 
reversed, with leadership becoming the dependent variable. Investigation would 
take on a prescriptive nature, with studies using experimental designs and longi-
tudinal approaches. Based on this information, training programs focusing on the 
development of leadership within all of the domains could result.    
Thus, the three-component domains of leadership taxonomy reframe our cur-
rent thinking about leadership study by providing a place for “nontraditional” 
theories and empirical approaches and by encouraging more multiple-level and 
domain investigations. The intent of this taxonomy is not to evaluate the worth of 
an approach or promote further segmentation among theoreticians but rather to 
stimulate new conceptualizations and empirical approaches within leadership re-
search. As demonstrated by the model, leadership is a multi-faceted construct in-
What is leadership?  
 
 
What behaviors consti-
tute leadership?  
 
Advantages  
 
 
 
 
Disadvantages  
 
 
 
When appropriate?  
 
 
 
Where most effective?  
 
 
Table 2. Three Domain Approaches to Leadership
Relationship-based 
Trust, respect, and mu-
tual obligation that 
generates influence be-
tween parties 
Building strong rela-
tionships with follow-
ers; mutual learning 
and accommodation 
Accommodates dif-
fering needs of subor-
dinates;  can elicit su-
perior work  from 
different types of 
people 
Time-consuming; relies 
on long-term relation-
ship between specific 
leaders and members  
Continuous improve-
ment teamwork; sub-
stantial diversity and 
stability among follow-
ers; Network building 
Situation favorability 
for leader between two 
extremes 
Follower-based 
Ability and motivation 
to manage one’s own 
performance  
Empowering, coaching, 
facilitating, giving up 
control  
Makes the most of fol-
lower capabilities; frees 
up leaders for other re-
sponsibilities  
 
Highly dependent on 
follower initiative and 
ability  
 
Highly capable and 
task committed fol-
lowers  
 
Unstructured tasks; 
weak position power; 
member nonacceptance 
of leader  
Leader-based 
Appropriate behavior 
of the person in leader 
role  
Establishing and com-
municating vision; in-
spiring, instilling pride  
Leader as rallying 
point for organization; 
common understand-
ing of mission and val-
ues; can initiate whole-
sale change 
Highly dependent on 
leader; problems if 
leader changes or is 
pursuing inappropri-
ate vision 
Fundamental change; 
charismatic leader in 
place; limited diversity 
among followers  
Structured tasks; strong 
leader position power; 
member acceptance of 
leader 
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volving aspects of the leader, the follower, and the dyadic relationship between 
the two. Therefore, investigations of leadership should focus on all of these fac-
ets. We hope that by using this taxonomy, better integration among theories and 
broader perspectives of leadership will emerge. 
As discussed above, the taxonomy was also developed to provide a better 
model of fit for leadership theories using nontraditional approaches-theories such 
as Leader- Member Exchange. Thus, we turn next to a discussion of how LMX fits 
into the domains of the leadership taxonomy. 
LMX as a Relationship-Based Approach to Leadership 
Given the domains of leadership described above, LMX clearly incorporates 
an operationalization of a relationship-based approach to leadership. The cen-
troid concept of the theory is that effective leadership processes occur when lead-
ers and followers are able to develop mature leadership relationships (partner-
ships) and thus gain access to the many benefits these relationships bring (Graen 
& Uhl-Bien, 1991). The model as it stands describes how effective leadership rela-
tionships develop between dyadic “partners” in and between organizations (e.g., 
leaders and followers, team members and teammates, employees and their com-
petence networks, joint venture partners, suppliers networks, and so forth). This 
occurs when the relationships generate bases of incremental influence (Katz & 
Kahn, 1978) that are necessary for effective leadership. Although LMX has pro-
gressed beyond the early dichotomous thinking relative to “in-group” and “out-
group,” much of the writing about the theory is still occurring on this level. To 
bring readers up to date on current thinking about LMX, the development of 
LMX as a social exchange approach to leadership is described below. 
Evolution of LMX from VDL to Leadership Making 
Development of LMX theory may be thought of in terms of four stages (see 
Figure 2): Stage 1 is the discovery of differentiated dyads; Stage 2 is the investiga-
tion of characteristics of LMX relationships and their organizations implications 
(e.g., outcomes of LMX); Stage 3 is the description of dyadic partnership build-
ing; and Stage 4 is the aggregation of differentiated dyadic relationships to group 
and network levels. This progression has encompassed an evolution in thinking 
about what LMX has to offer as a leadership model as well as a change in the 
levels of analysis examined. First, Vertical Dyad Linkage (VDL) research (Dan-
sereau, et al., 1975) documented that leaders do not use an average leadership 
style but rather develop differentiated relationships with their direct reports (dy-
ads within units). Once the relationship validity was documented, Leader-Mem-
ber Exchange (LMX) research then investigated the nature of these differenti-
ated relationships and their organizational implications (dyad-level effect). Next, 
the Leadership Making model (Graen & Uhl-Bien, 1991; Uhl-Bien & Graen, 1992, 
1993a) recognized the utility of increasing proportions of high-quality relation-
ships in organizations and described a process for accomplishing this through 
dyadic partnership building (dyad-level effect). Finally, current work is focusing 
on how these differentiated dyads can be effectively assembled into larger collec-
tivities (collectivities as aggregations of dyads). This evolution represents a pro-
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cess of learning from the research that has occurred since the early VDL stud-
ies. At each stage, the focus of research and the centroid concept has changed 
slightly. To explain how this progression has evolved, each of the stages are de-
scribed below.  
Stage 1: Discovery of Differentiated Dyads 
Initial investigation into Leader-Member Exchange issues began with studies 
on work socialization (Graen, Orris, & Johnson, 1973; Johnson & Graen, 1973) and 
Vertical Dyad Linkage (Dansereau et al., 1975; Graen & Cashman, 1975; Cash-
man, Dansereau, Graen, & Haga, 1975; Graen, Cashman, Ginsburgh, & Schie-
mann, 1977; Vecchio, 1982; Rosse & Kraut, 1983). This research discovered that, 
contrary to prevailing assumptions of the Ohio State and Michigan studies of ef-
fective supervision (average leadership style), many managerial processes in or-
ganizations were found to occur on a dyadic basis, with managers developing 
differentiated relationships with professional direct reports. Documentation of 
the differentiated relationships in the VDL research was obtained in longitudinal 
studies of management teams by asking managers and their direct reports to de-
scribe their work and working relationship in terms of inputs, process, and out-
comes. Investigations followed the development of leader-member relationships 
over time, and studies took place in several different field settings (Graen & Wak-
abayashi, 1994). 
These early studies did not find support for the average leadership style 
postulated from the Ohio State and Michigan studies of first-level supervision 
(Graen, 1976; Graen et al., 1976; Graen & Schiemann, 1987; Graen, Liden, & Hoel, 
Figure 2. Stages in Development of LMX Theory    
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1982; Graen, Novak, & Sommerkamp, 1982). Rather, the findings indicated that, 
when asked to describe the behavior of their manager, different professionals 
generated very different descriptions of the same person. At one extreme, profes-
sionals reported “high-quality exchanges” (at the time called “in-group”), char-
acterized by a high degree of mutual trust, respect, and obligation. At the other 
extreme, professionals reported “low-quality exchanges” (at the time called “out-
group”), characterized by low trust, respect, and obligation. In high-quality ex-
change relationships followers acted as “trusted assistants” to the manager and 
grew beyond their job descriptions. Conversely, in “low-quality exchange” rela-
tionships followers acted essentially as “hired hands” who did only what was re-
quired by their job descriptions (Zalesny & Graen, 1987). 
The central concept of this early VDL work was that these differentiated rela-
tionships resulted from resource constraints on the managers that required them 
to develop a cadre of trusted assistants to help in the functioning of the work 
unit. Because these relationships required additional investment of the lead-
er’s already limited time and social resources, it was questionable at this point 
how many high-quality exchanges a leader could profitably develop and main-
tain. Therefore, expectations were that the managerial units would contain only a 
few higher-quality exchange relationships, and the remainder of the relationships 
would be lower-quality exchanges, involving only obligatory compliance by the 
members with the formal role requirements. 
Thus, at this stage, the focus initially was on leader behavior as described by 
the leader and the follower (leader domain). With the discovery of significant 
variation in follower responses to questions about their leaders, however, leader-
member dyads became the unit for analysis (dyads within units), and the theory 
began to develop within the relationship domain. 
Stage 2: Focus on the Relationship and its Outcomes 
The VDL work was followed by a series of investigations which further vali-
dated the existence of these distinctively different relationships within the same 
units and assessed their implications for organizations. The nomenclature shifted 
from Vertical Dyad Linkage to Leader-Member Exchange (Graen, Novak, & Som-
merkamp, 1982). The primary thrust was further investigation and testing of 
the dyadic relationships discovered in Stage 1. To help make sense of this vast 
body of research, we categorize the work conducted in this stage in terms of two 
tracts of investigation: (1) studies evaluating characteristics of the LMX relation-
ship, and (2) studies analyzing the relationship between LMX and organizational 
variables. 
Within the first category is a series of conceptual and empirical pieces that 
delve into the relationship itself. This includes work on dyadic role-making pro-
cesses (Graen, Orris, & Johnson, 1973; Graen, 1976; Haga, 1976; Graen, Novak, 
& Sommerkamp, 1982; Seers & Graen, 1984; Snyder & Bruning, 1985; Zalesny & 
Graen, 1987; Graen & Scandura, 1987; Graen, 1989; McClane, 1991b), investiga-
tions of communication frequency (Schiemann & Graen, 1984; Baker & Ganster, 
1985; Borchgrevink & Donohue, 1991), investigations of interactive communi-
cation patterns relative to LMX (Fairhurst & Chandler, 1989; Fairhurst, 1993), 
and leader-member value agreement (Graen & Schiemann, 1978; Kozlowski & 
Doherty, 1989; Ashkanasy & O’Connor, 1994). In addition, this category includes 
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research on antecedents to and/or determinants of LMX (Graen, 1976; Larwood 
& Blackmore, 1978; Kim & Organ, 1982; Duchon, Green, & Taber, 1986; Steiner, 
1988; Heneman, Greenberger, & Anonyuo, 1989; Liden, Wayne, & Stilwell, 1993; 
Vasudevan, 1993), upward maintenance tactics and interaction patterns used by 
followers in high LMX relationships (Waldron, 1991), subordinate loyalty (Scan-
dura & Graen, 1984), decision influence (Scandura & Graen, 1986), influence tac-
tics (Wayne & Ferris, 1990; Dockery & Steiner, 1990; Deluga & Perry, 1991), and 
member affect about the relationship (Liden, 1985; McClane, 1991a; Day & Crain, 
1992). Moreover, studies investigating characteristics of followers in high LMX 
relationships identified them as high growth-need strength (Graen et al., 1982; 
Scandura & Graen, 1984; Graen, Scandura, & Graen, 1986), being dependable 
and having a compatible cognitive decision-making style with the leader (Graen, 
1989), being optimistic, appreciative of team skills, internal locus of control, high 
self-efficacy, long-term planners and strongly career oriented (Vasudevan, 1993), 
and having perceptions of exerting considerable effort into development of the 
LMX relationship (Liden & Mitchell, 1989). Finally, investigations also confirmed 
and further described the characteristics (mutual trust, respect and obligation) of 
the differentiated relationship between leaders and followers (Liden & Graen, 
1980; Katerberg & Horn, 1981; Snyder, Williams, & Cashman, 1984; Dienesch & 
Liden, 1986; Crouch & Yetton, 1988; Graen, 1989; Fairhurst, 1993), and general-
ized these findings to the cross-cultural arena (Wakabayashi, Minami, Hashi-
moto, Sano, Graen, & Novak, 1980; Wakabayashi & Graen, 1984; Wakabayashi 
& Graen, 1988; Uhl-Bien, Tierney, Graen, & Wakabayashi, 1990; Wakabayashi, 
Graen, & Uhl-Bien, 1990; Eden, 1993). 
The second category of investigations in this stage addressed the issue of 
how these differentiated LMX relationships are related to organizational vari-
ables. Studies in this category investigated LMX and performance (Graen et al., 
1982; Scandura & Graen, 1984; Vecchio & Gobdel, 1984; Castleberry & Tanner, 
1986; Graen, Scandura, & Graen, 1986; Vecchio, 1987; Weitzel & Graen, 1989; 
LaGrace, 1990; Butler & Reese, 1991; Dunegan, Duchon, & Uhl-Bien, 1993), turn-
over (Graen & Ginsburgh, 1977; Graen, Liden, & Hoel, 1982; Vecchio & Gobdel, 
1984; Ferris, 1985; Vecchio, Griffeth, & Horn, 1986), job satisfaction (Graen et 
al., 1982; Turban, Jones, & Rozelle, 1990; Stepina, Perrewe, & Hassell, 1991), or-
ganizational commitment (Nystrom, 1990; Seers & Graen, 1984), performance 
appraisal (Judge & Ferris, 1993; Mitchell, 1983; Duarate, Goodson, & Klich, 
1994), job climate (Kozlowski & Doherty, 1989; Dunegan, Uhl-Bien, & Duchon, 
1992), innovation (Basu, 1991; Tierney, 1992; Scott, 1993), organizational citi-
zenship behavior (Scandura, Graen, & Novak, 1986; Manogran & Conlon, 1993; 
Podsakoff, MacKenzie, & Hui, 1993; Yammarino & Dubinsky, 1992), empow-
erment (Uhl-Bien & Graen, 1993b; Keller & Dansereau, 1995; Liden, Wayne, 
Bradway, & Murphy, 1994) and procedural and distributive justice (Bell, 1994; 
Manogran, Stauffer, & Conlon, 1994; Mansour-Cole, 1994; Scandura, 1994). In 
addition, longitudinal investigations documented LMX’s relationship to career 
progress (Wakabayashi & Graen, 1984; Wakabayashi, Graen, Graen, & Graen, 
1988; Graen, 1989; Graen, Wakabayashi, Graen, & Graen, 1990; Graen & Wak-
abayashi, 1993; Bell, 1994), and studies are beginning to test LMX as a moder-
ator (Dunegan, Uhl-Bien, & Duchon, 1992; Kozlowski & Doherty, 1989; Kim & 
Klein, 1994), within a situational framework (Dunegan, Duchon, & Uhl-Bien, 
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1993) and in terms of relational demography (Tsui & Egan, 1994; Tsui, Xin, & 
Egan, 1994). 
Key findings of this stage provided further validation for the existence of differ-
entiated relationships as well as descriptions of the relationships themselves and 
how they are developed. Findings also documented significant, positive relation-
ships between quality of exchange (LMX) and many outcome variables of interest. 
Based on the findings in this stage of investigation, the centroid concept of 
LMX research may be described as: (1) development of LMX relationships is in-
fluenced by characteristics and behaviors of leaders and members and occurs 
through a role-making process, and (2) higher-quality LMX relationships have 
very positive outcomes for leaders, followers, work units, and the organization 
in general. This is different from the VDL approach in that it moves beyond a de-
scription of the differentiated relationships in a work unit to an explanation of 
how these relationships develop and what the consequences of the relationships 
are for organizational functioning (relationship domain, dyadic level). Thus, 
based on the findings of this stage, it appears that effective leadership processes 
occur when leaders and followers develop and maintain high-quality social ex-
change relationships. 
Stage 3: Description of Dyadic Partnership Building 
Based on the implications of the second stage of research (LMX), the more 
recent work in this area has involved moving beyond “in-groups” and “out-
groups” to a focus on generation of more effective leadership process through de-
velopment of effective leadership relationships (Leadership Making). Using this 
approach, emphasis is placed not on how managers discriminate among their 
people but rather on how they may work with each person on a one-on-one basis 
to develop a partnership with each of them. 
The shift in focus moves the theory beyond traditional thinking about “superi-
ors” and “subordinates” to an examination of leadership as a partnership among 
dyadic members. The key difference in this stage of investigation is that rather than 
managers treating some employees more favorably than others (as the “differentia-
tion” approach of VDL suggests), this stage states that managers should provide all 
employees access to the process of LMX by making the initial offer to develop LMX 
partnerships to each subordinate. Making the partnership offer to every subordi-
nate has a twofold effect: (1) the LMX process may be perceived as more equitable 
(and the model more palatable to practitioners and students who may have been 
uncomfortable with the inequity issue) (Scandura, 1995), and (2) the potential for 
more high-quality relationship development (partnerships) would increase the po-
tential for more effective leadership and expanded organizational capability. Thus, 
rather than the descriptive approach that comprised the second stage of develop-
ment, this third stage (Leadership Making) provides a prescriptive, and hopefully a 
more practically useful, model of leadership development. To elucidate on these is-
sues, the Leadership Making model is described in more detail below. 
Leadership Making Model 
The concept of Leadership Making originated with two longitudinal field ex-
periments investigating relationship development among leaders and followers 
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(Graen et al., 1982; Scandura & Graen, 1984; Graen et al., 1986, 1989). In contrast 
to the VDL assumption that leaders develop high-quality relationships with a se-
lect few subordinates, these studies (Graen et al., 1982; Scandura & Graen, 1984; 
Graen et al., 1986) analyzed what would happen if leaders were trained to of-
fer the opportunity to develop a high-quality relationship to all of their subordi-
nates. Results showed that those followers who accepted the offer by the leader 
to develop a high-quality LMX improved their performance dramatically. More-
over, this outcome was consistent for both the initial experimental group and for 
the initial control group (the initial control group received the treatment in a rep-
licated experimental design after the first experiment was completed). The impli-
cations of these findings were that overall unit performance (hard productivity 
gain) was enhanced by increasing the number of high-quality LMX relationships. 
In addition to monitoring both hard and soft outcomes, these studies also exam-
ined the process of relationship development by interviewing dyadic members over 
the duration of the year-long study (dyadic members were interviewed separately 
before and after each experimental treatment). Analysis of how the relationships un-
folded between leaders and members (both where the offer successfully resulted in 
high-quality relationships and where it did not) provided insight into the process of 
dyadic partnership building. Thus, based on these studies, the Leadership Making 
model (Graen & Uhl-Bien, 1991; Uhl-Bien & Graen, 1993a) was developed to iden-
tify the importance of generating more high-quality relationships within organiza-
tions and to describe a process for how these may be realized in practice. 
In this model, the process for Leadership Making is described in terms of a 
life cycle of leadership relationship maturity (Figure 3). The process begins with 
a “stranger” phase, in which the individuals first come together as strangers oc-
cupying interdependent organizational roles. In this phase, interactions between 
the members occur on a more formal basis-in essence, it can be characterized as 
a “cash and carry” economic exchange (see characteristics B and C in Figure 3). 
Within this relationship, exchanges are purely contractual: leaders provide fol-
lowers only with what they need to perform, and followers behave only as re-
quired and do only their prescribed job. 
From this phase, an “offer” for an improved working relationship through ca-
reer-oriented social exchange must be made and accepted (this offer can be made 
by either party). Once this occurs, the dyads can move to the second stage of rela-
tionship development: the “acquaintance” stage. In this stage, increased social ex-
changes occur between the members, and not all exchanges are contractual. They 
begin to share greater information and resources, both on a personal and work 
level. These exchanges are still limited, however, and are part of a testing stage. 
There is still an equitable return of favors, and these exchanges occur within a 
limited time period. 
When these relationships grow to the next level, they become classified as 
“mature partnership” exchanges. At this point, exchanges between the mem-
bers are highly developed: they are exchanges “in kind” and may have a long 
time span of reciprocation (characteristics B and C in Figure 3). The individuals 
can count on each other for loyalty and support. Moreover, the exchanges are not 
only behavioral but also emotional—mutual respect, trust, and obligation grow 
throughout the process. It is at this stage that the degree of incremental influence 
and, hence, leadership between the members is extremely high.  
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How each dyad progresses through these stages varies in real time. In some 
dyads, the relationship may not advance much beyond the stranger stage-the 
leader and member have limited interactions, and those which do occur are 
strictly contractual. These types of dyads have been documented in the Leader-
Member Exchange research (Graen, 1969; Graen, Orris, & Johnson, 1973; Graen 
& Cashman, 1975; Liden & Graen, 1980; Graen, Novak & Sommerkamp, 1982; 
Graen, Scandura, & Graen, 1986; Graen & Scandura, 1987; Graen, Wakabayashi, 
Graen & Graen, 1990) as lower-quality LMX relationships: those characterized by 
unidirectional downward influence, economic behavior exchange, formal role-
defined relations, and loosely coupled goals (Dansereau, Graen, & Haga, 1975; 
Graen, 1976; Graen & Schiemann, 1978; Vecchio, 1982). In these situations, the 
leadership process is essentially nonexistent, since incremental influence is not 
achieved and social exchange is trivial. 
This is analogous to the Transactional Leadership model as defined by Bass 
(1985) (see F(1) in Figure 3) in that the exchange is based upon subordination to 
the leader. In this case, the leader makes requests based upon his/her hierarchi-
cal status within the organization, and the follower complies because of his/her 
formal obligation to the leader and because of the economic rewards the leader 
controls. Similarly, the motivations of the follower are based upon the satisfac-
tion of his/ her own self-interests, without consideration of the good of the group 
(characteristic F(2) in Figure 3). Rather than social exchange of favors, this con-
ception of transactional leadership is based more upon the fundamental ideas of 
managership and behavior modification (Skinner, 1953). 
In other dyads, leaders and followers may advance beyond the “stranger” 
stage into the “acquaintance” stage. In these cases (intermediate LMX quality dy-
ads), leaders and members may develop a somewhat more involved relationship, 
however, the incremental influence (characteristic E in Figure 3) is still limited. 
Leadership processes in these dyads are more effective than in the stranger stage, 
but the high degree of mutual respect, trust, and obligation necessary for truly ef-
fective leadership still has not been fully developed. This acquaintance stage is 
a critical stage in the leadership development process since those dyads who do 
not develop to the mature stage eventually fall back to the first stage. 
For those dyadic members who make it to the mature “partnership” stage, 
the payoffs can be tremendous. In partnership relationships, the potential for in-
cremental influence is nearly unlimited, due to the enormous breadth and depth 
of exchange of work-related social contributions that are possible (Burns, 1978). 
At this stage, the mature relationship developed between the dyadic members 
throughout the history of the exchange results in progressively higher degrees of 
mutual trust, respect, and obligation within the relationship (Characteristic F(1) 
in Figure 3), persuading followers to engage in more responsible activities than 
they otherwise would. Leaders can count on the followers to provide them with 
partnership assistance when needed. For example, they may rely on a follower 
to take on extra position assignments without pay and/or provide honest, con-
structive criticism where others may feel intimidated. Likewise, followers may 
rely on the leaders for needed support, encouragement, and career investments. 
It is this mutual trust, respect, and obligation toward each other which empowers 
and motivates both to expand beyond the formalized work contract and formal-
ized work roles: to grow out of their prescribed jobs and develop a partnership 
based on mutual reciprocal influence (characteristic F(2) in Figure 3). 
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This “transformation”(Burns, 1978) to “partnerships” is accompanied by a 
movement among members beyond their own self-interests to focus more on 
larger mutual interests. Dyadic members recognize that by satisfying “partner-
ship” interests they are also able to fulfill their own interests and more. When this 
occurs, formalized hierarchical relationships are no longer emphasized by the 
partners and the relationship becomes one more like peers than superior-subor-
dinate. Moreover, because of their special relationship, the partners have the re-
sources and support that allow them to take on additional responsibilities within 
the organization. 
Effective leadership making—that which produces mature leadership rela-
tionships—thus results in more effective leadership outcomes (Uhl-Bien & Graen, 
1993a): dyadic partners are able to exert considerable incremental influence with 
each other, and each member gains greater access to resources and support from 
the other than he or she would have otherwise. Partners in these relationships 
experience reciprocal influence (the leadership role can rotate between part-
ners), mutual trust, respect, and obligation and internalization of common goals 
(Duchon, Green, & Taber, 1986; Fairhurst, Rogers, & Sarr, 1987; Crouch & Yet-
ton, 1987; Fairhurst & Chandler, 1989; Fairhurst, 1993). In addition, followers are 
willing to exert extra effort by engaging in activities that are not specifically pre-
scribed by the organization, such as taking personal initiative, exercising personal 
leadership to make their work unit more effective, taking career risks to accom-
plish assignments, being good organization citizens, and so forth (Graen, 1989). 
Thus, Stage 3 comprises an intense focus on the dyad by addressing issues of 
how high-quality relationships develop without reference to any particular or-
ganizational unit (relationship domain, dyadic level). This stage moves us out of 
the “in-group/ outgroup” thinking of Stage 1 to a more practical and more equi-
table model for building leadership throughout the organization. The thrust of 
this stage is that since these relationships are beneficial for dyadic members and 
organizations, managers should be encouraged (and trained) to make the offer 
of high-quality relationship (partnership) building to all of their subordinates. 
Whether all of these offers will result in high-quality relationship development is 
problematic (and unlikely), but as long as the offers are made, the LMX process 
may be perceived as more equitable, and the potential for more high-quality re-
lationships (and hence more effective leadership) will be increased. Obviously, 
many of these issues are in need of further testing, but this stage begins to raise 
questions that we believe will lead to more effective leadership in organizations. 
Stage 4: Expansion of Dyadic Partnership to Group and Network levels 
Up to this point, most of the work on LMX has focused on LMX relation-
ships as dyads within work groups and independent dyads. Within complex or-
ganizations, however, this is not representative of the nature of leadership sit-
uations, which are characterized most often by a leader and multiple members 
working together in some type of interacting collectivity. In recognition of this, 
Graen and Scandura (1987) proposed that, rather than independent dyads, LMX 
should be viewed as systems of interdependent dyadic relationships, or network 
assemblies (Scandura, 1995). To address this issue, Stage 4 adopts a systems-
level perspective and pursues the question of how differentiated dyadic relation-
ships combine together to form larger systems of network assemblies (Uhl-Bien & 
Graen, 1992, 1993a, 1993b).  
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These network assemblies constitute the leadership structure within the orga-
nization. Compatible with Katz and Kahn’s (1978) conceptualization of role sets, 
we define leadership structure as the pattern of leadership relationships among 
individuals throughout the organization. This structure includes but is not lim-
ited to the work unit. Rather, the relationships that make up the leadership 
structure cut across work unit, functional, divisional, and even organizational 
boundaries. Moreover, these relationships are not limited to formal superior-sub-
ordinate relationships but include leadership relationships among peers, team-
mates, and across organizational levels and organizations. 
The leadership structure is not formally designed; it emerges from the enact-
ment of formally defined roles by organizational members. In order to carry out 
these roles and complete tasks, organizational members develop a network of 
relationships based on mutual dependencies. How these relationships develop 
varies within and across organizations, and depends upon task structure and 
individual characteristics of organizational members. The same formal roles 
may be enacted very differently by different individuals and/or combinations 
of individuals within the organization (Weick, 1969; Hackman, 1986). The en-
actment, however, is what most accurately reflects how work really gets com-
pleted within organizations. In order to understand organizational and leader-
ship effectiveness, therefore, we must generate a better understanding of this 
leadership structure. 
Stage 4 attempts to do this by “mapping” the leadership structure on the task 
structure of the organization. Investigation at this level looks at task interdepen-
dencies and the quality of the relationships that develop among organizational 
participants as a result of these interdependencies. More effective leadership re-
lationships among organizational participants would obviously facilitate comple-
tion of task requirements. However, some relationships will likely be more crit-
ical in influencing the success/failure of work activities than others. Moreover, 
relationship quality in some parts of the leadership structure will likely influ-
ence relationship development and relationship effectiveness in other parts of the 
structure. Therefore, Stage 4 involves investigating patterns of relationship qual-
ity within the leadership structure, taking into consideration the criticality of re-
lationships for task performance, as well as the effects of differentiated relation-
ships on each other and on the entire structure. 
Research at this stage would address issues at several levels. At the work-
group level, the predominant issues would involve the question of how higher-
quality and lower-quality exchanges are aggregated within a single work unit 
and what their combined effect is on group-level work processes and outcomes. 
More specific questions include: how do members of higher-quality exchanges 
and lower-quality exchanges within the same work group get along? How do dif-
ferentiated exchanges within the same work group affect task performance? How 
do they affect attitudes of work-group members (Forret & Turban, 1994)? How 
many high-quality relationships can be supported within a single work group? 
Is there one “best” combination/proportion of LMXs within work groups (e.g., 
some combination of highs and lows, all highs, etc.)? Does this vary with vary-
ing task roles and requirements? Why is it that differentiation occurs-is it because 
the manager does not make the offer to all subordinates or because some subor-
dinates reject the offer? Is it valid to believe (as we do) that the relationship that 
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transpires between a superior and his/ her subordinate is independent of those 
relationships formed with other subordinates (as found by Keller & Dansereau, 
1995)? How do equity issues influence perceptions of relationships among work-
unit members (Scandura, 1995)? How does a change in group membership af-
fect the balance of LMXs within a work group? How do peer influences affect a 
work-group member’s relationship development with the leader? And, how do 
members with differentiated exchanges actually work together (e.g., what kinds 
of roles do they play)? 
Expanding beyond the immediate work group, similar questions emerge 
about relationship development across work groups and throughout the or-
ganization: Does the quality of relationships an individual develops with his/
her formal leader and immediate co-workers affect the kinds of relationships 
they develop in other parts of the organization? Does the quality of these re-
lationships affect individuals’ performance in activities that expand beyond 
their work unit (e.g., cross-functional work teams) and in what way (e.g., ac-
cess to resources, inside information, etc.)? What are the critical task networks 
and what kinds of relationships are necessary for effective enactment of these 
networks? What happens when changes occur in membership within the net-
work? And, what can be done to make leadership structures more effective for 
task completion? 
Finally, crossing organizational boundaries, questions include: How does the 
pattern of relationships affect an employee’s interactions with customers, suppli-
ers, and other organizational stakeholders? Are individuals who are effectively 
positioned within the organizational structure (e.g., who have high-quality re-
lationships with critical others) more effective in external relationships, in what 
way, and how does this affect organizational performance? Finally, what com-
bination of relationships is most positive or most detrimental to cross-organiza-
tional interactions? 
Obviously, these are only some of the questions that could be considered, and 
other critical issues may have been missed. This discussion begins to reveal, how-
ever, the vast potential and rich opportunities for generating valuable insight into 
organizational functioning by rethinking traditional conceptualizations of leader-
ship and expanding LMX out of its narrow focus to a broader, multi-level, multi-
domain framework. 
To date, we are not aware of any empirical investigations of leadership at 
this level. This is because, in contrast to the earlier stages, Stage 4 is in its in-
fancy. Very little empirical investigation has occurred at this level, and questions 
abound. Given the import of understanding the processes identified in this stage 
for practitioners and researchers alike, however, further investigation and theo-
rizing at this stage should be more vigorously pursued. 
Thus, as described at the beginning of this discussion, we can clearly see that 
LMX theorizing and research has undergone an evolution. Each stage represents 
a shift in focus and a progression in thinking about the LMX process within orga-
nizations. Although we have attempted to clarify our thinking about LMX, how-
ever, questions raised about LMX by others in the field still remain. Therefore, 
we turn next to a discussion of our response to questions and concerns regarding 
the issues of the measurement and dimensionality of the LMX construct and how 
LMX compares to transactional and transformational approaches. 
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Measurement and Dimensionality of the LMX Construct 
Healthy controversy currently surrounds the question of the measurement 
and the dimensionality of the LMX construct. This controversy emanates from 
two primary sources: (1) the continual redefining of the LMX scale in studies over 
the years, as well as the use of measures altogether different from the original for-
mulation of the measure (Kim & Organ, 1982; Rosse & Kraut, 1983; Heneman, 
Greenberger, & Anonyuo, 1990 as cited in Keller & Dansereau, 1995), and (2) 
questions about whether LMX is unidimensional or multidimensional and what 
the implications of this are for measurement. 
In response to the first question, we acknowledge that the measure of LMX has 
changed over the years. Investigations have used the 2-item (Dansereau, et al., 
1975), 4-item (Graen & Schiemann, 1978; Liden & Graen, 1980), 5-item (Graen, Li-
den, & Hoel, 1982), 7-item (Graen, Novak, & Sommerkamp, 1982; Seers & Graen, 
1984), 10-item (Ridolphi & Seers, 1984), 12-item (Wakabayashi & Graen, 1984), 
and 16-item (Wakabayashi, Graen, & Uhl-Bien, 1990; Uhl-Bien et al., 1990) LMX 
scale. This refinement of the measure has occurred from our learning through re-
search and theorizing about LMX. Different measures have involved the use of 
added experimental items to tap into and test the dimensionality of LMX. Conclu-
sion from this testing indicates to us that, even though items were added to tap 
into possible multiple dimensions, the expanded measure was highly correlated 
with the more concise 7-item LMX and produced the same effects. Moreover, al-
though multiple factors were generated for the larger measures, the Cronbach 
alphas for the single measure were consistently in the 80%–90% range, and the 
high correlations among the factor scales made consideration of these factors as 
multiple measures inappropriate (Cashman, 1975; Schiemann, 1977; Seers, 1981; 
Schriesheim & Gardner, 1992; Scott, 1993; Bell, 1994). Therefore, we conclude that 
the 7-item LMX, with the centroid item of “How effective is your working rela-
tionship with your leader?” is the most appropriate and recommended measure 
of LMX. Of course, we shall continue to develop psychometrically new and im-
proved versions of LMX. 
In terms of the use of alternate measures of LMX, we can only postulate that 
this was due to lack of accessibility of the LMX measure. To alleviate this poten-
tiality, we provide a version of the recommended measure of LMX-7 in Table 3. 
The second area of controversy concerns the dimensionality of LMX. Dienesch 
and Liden (1986, p. 624) were the first to raise this issue with their question about 
whether LMX is unidimensional or multidimensional. In response to this ques-
tion, Dienesch and Liden took the position that LMX is multidimensional, and 
identified the dimensions as perceived contribution, loyalty, and affect. Follow-
ing their lead, others have begun to conduct their own testing on the dimension-
ality of LMX and to develop other LMX measures (Dienesch, 1985; Schriesheim, 
Neider, Scandura, & Tepper, 1992; Phillips, Duran, & Howell, 1993; Liden, 1993; 
Liden & Maslyn, 1994). The most consistent finding of the testing across these 
studies, however, is homogeneity on the single dimension (Cronbach alphas for 
single measure in the 80%–90% range) and mixed findings for multidimensional-
ity (most of the studies did not find multiple factors in exploratory factor analyses 
but did find multiple dimensions when factors were forced in confirmatory factor 
analyses) (Joreskog & Sorbom, 1989). Given these findings and our own testing of 
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the dimensionality of the LMX construct (discussed above), we conclude that the 
LMX construct has multiple dimensions, but these dimensions are so highly cor-
related they can be tapped into with the single measure of LMX. We suggest that 
the massive redundancy resulting from using more than one measure of LMX at 
this time can add little unique information.  
In terms of our position on dimensionality, we theorize that LMX contains 
three dimensions—namely respect, trust, and obligation. Furthermore, we postu-
late that the offer to another to build a partnership LMX is based upon these three 
factors. An offer will not be made and accepted without (I) mutual respect for the 
capabilities of the other, (2) the anticipation of deepening reciprocal trust with 
the other, and (3) the expectation that interacting obligation will grow over time 
as career-oriented social exchanges blossom into a partnership. Development of 
LMX is based on the characteristics of the working relationship as opposed to a 
personal or friendship relationship, and this trust, respect, and mutual obligation 
Table 3. Recommended Measure of LMX (LMX 7) 
1. Do you know where you stand with your leader . . do you usually know how satisfied 
your leader is with what you do? (Does your member usually know) 
Rarely         Occasionally          Sometimes          Fairly Often          Very Often
2. How well does your leader understand your job problems and needs? (How well do 
you understand) 
Not a Bit          A Little          A Fair Amount          Quite a Bit          A Great Deal
3. How well does your leader recognize your potential? (How well do you recognize) 
Not at All          A Little          Moderately          Mostly          Fully
4. Regardless of how much formal authority he/she has built into his/her position, what 
are the chances that your leader would use his/her power to help you solve problems 
in your work? (What are the changes that you would) 
None          Small          Moderate          High          Very High
5. Again, regardless of the amount of formal authority your leader has, what are the 
chances that he/she would “bail you out,” at his/her expense? (What are the chances 
that you would) 
None          Small          Moderate          High          Very High
6. I have enough confidence in my leader that I would defend and justify his/her decision 
if he/she were not present to do so? (Your member would) 
Strongly Disagree          Disagree          Neutral          Agree          Strongly Agree
7. How would you characterize your working relationship with your leader? (Your 
member) 
Extremely             Worse Than                                 Better Than             Extremely
           Ineffective               Average           Average              Average                 Effective
Continuous scale of sum of 5-point items (1 left to 5 right). Leader’s form consists of same 
seven items asked about member of (leader in parentheses). Expected agreement be-
tween leader and member reports is positive and strong and used as index of quality 
of data.
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refer specifically to the individuals’ assessments of each other in terms of their 
professional capabilities and behaviors. This is different from the liking-based di-
mensions of interpersonal attraction and bonding suggested by others (e.g., Liden 
& Maslyn, 1994). Moreover, these dimensions differ from antecedents to LMX (as 
being developed in our LMX Readiness scale; Vasudevan, 1993) and describe the 
stages of relationship development from the initial interactions to mature rela-
tionships (initial stage involves respect and then trust, and mutual obligation fol-
lows). (Note that antecedents are different in that they address trait-like factors 
such as an individual’s readiness to accept obligation, trust in other people, indi-
vidual’s evaluation of the value of a partnership, and so forth). 
Is LMX Transformational or Transactional? 
Bass’ (1990) development of the Transactional/Transformational Leadership 
model (based on Burns, 1978) has contributed to some ambiguity in how Leader-
Member Exchange theory should be classified in terms of these approaches. The 
biggest problem we have seen emerge from this controversy is the classifica-
tion of LMX as Transactional Leadership. Although we agree that some aspects 
of LMX are transactional due to its position as an exchange-based approach to 
leadership, LMX is clearly not limited to Transactional Leadership. Rather, LMX 
is both transactional and transformational: it begins as transactional social ex-
change and evolves into transformational social exchange. 
Much of the ambiguity is likely due to confusion about what is meant by 
transactions, or exchanges. Transactional leadership as described by Bass (1990) 
refers primarily to material exchange-for example, material compensation that is 
exchanged for fulfillment of the employment contract. Exchange is not limited to 
material transactions, however; it may also involve social exchange or exchanges 
of psychological benefits or favors (e.g., approval, trust, esteem, support, consid-
eration). This social exchange is what comprises the Leader-Member Exchange 
process. (Note that while some consider social exchanges to include material ex-
change [e.g., Yukl, 1989, p. 271, we describe it as the psychological or social as-
pects of exchange). 
When consideration is given to the distinction between material and social ex-
change in terms of transactional and transformational approaches, one can more 
clearly see how LMX can be both of these processes. As discussed in the Lead-
ership-Making model, development of LMX relationships begins with individu-
als who are strangers and engage in initial testing behaviors (limited social ex-
changes). This “testing process” through “social transactions” results in some 
relationships which advance to the acquaintance stage, with a greater amount of 
social exchange. Of these dyads, some are able to advance even further to “part-
nerships.” According to the model, these partnership relationships experience a 
“transformation” from self-interest to a larger interest. Thus, the type of leader-
ship that occurs in the stranger and acquaintance dyads (low to medium LMX) 
aligns more closely with descriptions of transactional leadership, and the dy-
ads that are able to “transform” into partnership dyads (high LMX) align more 
closely with transformational leadership. 
Material exchange is different from social exchange (and LMX), in that when 
material exchange is the basis for the relationship, the process is not really lead-
ership; it is closer to “managership” or “supervision.” In these situations, the em-
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ployment contract is the basis for behaviors by both the leader and follower. The 
contract is fulfilled at the most basic level (Transactional Leadership) by testing 
various contingencies of behavior and reciprocal compensation. This would in-
volve no leadership at all, and minimal amounts of managership. More advanced 
dyads (Transformational Leadership) are those in which managers perform very 
effectively in terms of their formal roles. In these situations, managers most effec-
tively use all the contingencies in the system with subordinates, thereby creating 
a long-term commitment from followers to the organization. 
Thus, LMX is both transactional and transformational. It is a dyadic social ex-
change process that begins with more limited social “transactions” (e.g., transac-
tional leadership), but for those who are able to generate the most effective LMX 
relationships, the type of leadership that results is transformational. 
Suggestions for Future Research 
Although many ideas for future research have been raised throughout the 
article, we would like to summarize our thoughts about directions for leader-
ship research, in general, and Leader-Member Exchange, in particular. In terms 
of leadership research in general, the three-domain taxonomy of leadership ap-
proaches clearly states that more multi-domain studies need to be conducted on 
leadership. These studies need to look more closely at the neglected areas of fol-
lowership and leadership relationships, as well as examining how the follower 
and relationship domains interact with more traditional leader-based approaches 
to affect leadership outcomes. Work in this area should be both descriptive and 
prescriptive (see “Domains of Leadership” section for more detailed discussion). 
Moreover, studies should adopt different levels of analysis within each domain. 
In terms of Leader-Member Exchange, the greatest amount of future research 
attention is needed at Stages 3 and 4. The Leadership Making model (presented 
in Stage 3) needs to be further tested through empirical documentation of the 
manner in which leadership relationships develop. Liden and colleagues (Li-
den, Wayne, & Stilwell, 1993), Bauer and Green (1994), and Uhl-Bien and Graen 
(1993b) have conducted some testing in this area, but many more opportunities 
exist to explore the relationship development process. For example, a study could 
take a “life-cycle” approach and break relationship development into stages (e.g., 
initial exchanges, early development, maturity, and decline). Other investigations 
could pursue the roles each member plays in the relationship development pro-
cess. Still others could investigate what could be done to ensure more effective re-
lationship development among dyadic members. 
Similarly, Stage 4 provides endless opportunities for investigation and theo-
retical development. This stage opens a vast new domain to leadership research 
with its acknowledgment of the leadership structure and the importance of un-
derstanding how it operates within organizations. More specifically, the dyadic 
approach to group and network analysis (e.g., groups and networks as combina-
tions of dyads) presented in Stage 4 recommends that studies consider the dyadic 
makeup of the leadership structure throughout the organization. This is meant to 
say not that groups and networks are only the sum of their dyadic components 
(we believe there is also a synergistic effect) but that consideration of dyadic rela-
tionships as the building blocks of these larger collectivities provides greater op-
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portunities for understanding and enhancing leadership processes within these 
collectivities. Thus, investigations are needed to assess members’ perceptions of 
the relationship between their own and others’ dyadic relationships as well as 
how the patterns of relationships affect leadership and organizational outcomes 
(numerous specific research questions for this stage were also addressed in the 
earlier section on Stage 4). 
Finally, although a plethora of studies have been conducted at Stage 2, it is 
valuable to further identify characteristics of differentiated LMX relationships as 
well as to continue testing the relationship between LMX and organizational out-
come variables of interest. Some additional issues to consider at this stage are sit-
uational aspects of LMX (e.g., Dunegan, Duchon, & Uhl-Bien, 1992; Dunegan, 
Uhl-Bien, & Duchon, 1992) and LMX as a moderator variable, and studies should 
be conducted at different levels of analysis (e.g., measure from leader’s perspec-
tive, member’s perspective, and so forth). 
Conclusion 
The article has attempted to clarify thinking about Leader-Member Exchange 
and stimulate new thought about where the theory is headed. The article also at-
tempted to identify problems in traditional conceptualizations about leadership 
and promote consideration of leadership within a broader framework. We be-
lieve the article provides several significant contributions to the current literature. 
Specifically, the present article: (1) presents a taxonomy of leadership approaches 
based on a multi-level multi-domain perspective to promote a more comprehen-
sive approach to leadership study and provide a new classification system that is 
responsive to “nontraditional” leadership theories; (2) adopts a levels perspective 
to identify the stages of development of Leader-Member Exchange theory, and 
summarizes the LMX literature within these stages; (3) describes the development 
of LMX from the “in-group/out-group” model to a more prescriptive and practi-
cally useful model; (4) clarifies issues of measurement and dimensionality of LMX 
as well as where LMX fits into Transactional and Transformational Leadership ap-
proaches; and (5) provides directions for future research in LMX and leadership. 
Many have been arguing for more consideration of multi-level issues within 
organizational research, and the present article is a product of such consideration. 
Theorizing and research on LMX has occurred over the years on multiple levels; 
yet, to date, consideration of LMX theory and research from this perspective has 
not been documented. By adopting this perspective, we have come to a clearer 
understanding of leadership and LMX, and agree with Klein et al. (1994) and 
Dansereau et al. (1984) that, at least in our case, greater attention to levels issues 
has increased the clarity, testability, comprehensiveness, and creativity of our or-
ganizational theorizing. We hope that the result of our “levels” exercise will pro-
mote more comprehensive investigations into leadership and LMX and that by 
following the suggestions provided in this article, leadership can become the con-
cept that integrates micro and macro organizational behavior. 
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